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A BILL FOR 

1 An Act relating to unemployment compensation by establishing a 

minimum highest benefit cost ratio, by changing the 

contribution rate tables, and by extending the duration of the 

unemployment administrative contribution surcharge. 
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BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

TLSB 20t:4SV 75 

ec/sc/14 



S.F. ~--- H.F. 

Sect1on 1. Sect1on 96.7, subsection 2, paragraph d, 

2 subparagraph (2), Code 1993, 1s amended to read as follows: 

3 (2) The highest benefit cost ratio 1s the highest of the 

4 result1ng ratios computed by dividing the total benefits paid, 

5 excluding reimbursable benefits paid, during each consecutive 

6 twelve-month period, during the ten-year period ending on the 

7 computation date, by the total wages, excluding reimbursable 

8 employme11t wages, paid in the four calendar quarters ending 

9 nearest and prior to the last day of such twelve-montn periodr 

10 however, the highest benefit cost ratio shall not be less than 

ll .02. 

12 Sec. 2. Section 96.7, subsection 2, paragraph d, the 

13 contribution rate tables, Code 1993, are amended by striking 

l4 the contribution rate tables and inserting 1n 11eu thereof the 

15 following: 

16 Benefit 

17 Ratio 

18 Rank 

19 

20 1 

21 2 

22 3 

23 4 

24 5 

25 6 

26 7 

27 8 

28 9 

29 10 

30 11 

31 12 

32 13 

33 14 

34 15 

35 16 

Approximate 

Cumulative 

Taxable Pay

roll Limit 

4.8% 

9.5% 

14.3% 

19.0% 

23.8% 

28.6% 

33.3% 

38.1% 

42.8% 

47.6% 

52.4% 

57.1% 

61.9% 

66.6% 

71.4% 

76.2% 

1 

0.0 

o.o 
0.1 

0.4 

0.6 

0.9 

1.2 

1.5 

1.9 

2.1 

2.5 

3.0 

3.6 

4.4 

5. 3 

6.3 

Contribution Rate Tables 

2 3 4 5 6 

0.0 0.0 0.0 0.0 0.0 

0.0 0.0 0.0 0.0 0.0 

0.1 0.1 0.1 0.1 0.0 

0.3 0.3 0.2 0.1 0.1 

0.5 0.4 0.3 0.3 0.2 

0.8 0.6 0.5 0.4 0.3 

1.0 0.8 0.6 0.5 0.4 

1.3 1.0 0.8 0.6 0.5 

1.5 1.2 0.9 0.7 0.6 

1.8 1.4 1.1 0.8 0.6 

2.0 1.6 1.3 1.0 0.7 

2.4 1.9 1.5 1.1 0.9 

2.9 2.4 1.8 1.4 1.1 

3.6 2.9 2.2 1.7 1.3 

4.3 3.5 2.7 2.0 1.6 

5.2 4.1 3.2 2.4 1.9 

-1-

7 8 

0.0 0.0 

o.o 0.0 

0.0 o.o 
0.1 0.1 

0.1 0.1 

0.2 0.1 

0.3 0.2 

0.3 0.2 

0.4 0.3 

0.5 0.3 

0.5 0.3 

0.6 0.4 

0.8 0.5 

l.O 0.6 

l.l 0.7 

1.4 0.9 

-

• 



• 

:. '"'-:_ 

• 

·- .----· ----- . -- --·--

S.F . L3't H.F. 

1 17 80.9% 7.0 6.4 5.2 4.0 3.0 2.3 1.7 1.1 

2 18 85.7% 7.5 7.5 7.0 5.4 4.1 3.1 2.3 1.5 

3 19 90.4% 8.0 8.0 8.0 7.3 5.6 4. 2 3. l 2.0 

4 20 95.2% 8.5 8.5 8.5 8.0 7.6 5.8 4. 3 2.8 

5 21 100.0% 9.0 9.0 9.0 9.0 8.5 8.0 7.5 7.0 

6 Sec. 3. Section 96.7, subsection 12, paragraph d, Code 

7 1993, is amended to read as follows: 

8 d. This subsection is repealed July 1, :1:991 1998, and the 

9 repeal lS applicable to contribution rates for calendar year 

10 ±995 i999 and subsequent calendar years. 

ll EXPLANATION 

12 Section 1 of the bill provides that the minimum htghest 

13 benefit cost ratio shall not be less than .02. Current law 

14 does not provide a minimum ratio. Section 2 modtfies the 

15 contribution rate tables by providing rates that equal or 

16 exceed the current rates. Section 3 extends the scheduled 

sunset of the administrative contribution surcharge from July 

l, 1994, to July l, 1998, and making the repeal applicable to 

contrtbution rates for calendar year 1999 instead of 1995. 
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A fiscal 
used in 
Sureau to 

note for SF 239 is hereby submitted pursuant to Joint Rule 17. Data 
developing this fiscal note is a~ailable from the Legislati~e Fiscal 
members of the Legislature upon request. 

Senate File 239 affects unemployment insurance laws in 3 ways. First, the bill 
provides that the m1n1mum highest benefit cost ratio shall not be less than 
0.02. Second, the bill modifies the contribution rate tables to reflect 
employer experience. Third, the bill extends the scheduled sunset of the 
Administrative Contribution Surcharge from July 1, 1994, to July 1, 1998, and 
makes the repeal applicable to contribution rates for CY 1999 instead of CY 
1995. 

Fiscal Icapact: 

The following describes each of the three modifications 1n terms of potential 
impact: 

1. the benefit of creating an artificial high benefit cost ratio is two-fold: 
stabilization of employer unemployment tax rates and continued health of 
the Unemployment Compensation Fund. the proposal would prevent the 
mo~ement to higher tax tables as the past high benefit cost ratio years 
fall from the formula. Under current law, while the employer tax rates 
would be lower initially, the contributions would fail to support any 
increased level of activity and soon the fund balance would be depleted. 
This results in greater volatility in tax rates as the employers are 
shifted to lower tax tables to generate greater contributions then back up 
to higher tables as the higher cost benefit years again fall from cbe 
formula. Under the proposal, the tax tables are proJecced to change 2 
times during the period FY 1997 - FY 2002; under current law the tax 
tables are projected to change 4 times. the bill has the effect of 
increasing the Unemployment Compensation Fund to $659.2 million by FY 
2002; this is $237.0 million more than projected under the current law. 
There ~ould be no effect on governmental employers as the rates for these 
entities are calculated by a separate formula. 

2. The effect of incorporating experience levels into employer unemployment 
tax rates 1s revenue neutral. The resulting table reflects employer 
benefit experience levels and has a maximum tax rate of 9.0% only in tax 
rank 21, the highest rank. 

3. Extending the sunset of the Administrative Contribution Surcharge to 
July l, 1998, will generate approximately $25.0 mill ion in employer 
contributions over the 4-year period. Governmental and non-profit 
entities are, and will remain, exempt from the Surcharge. The revenue 
from the Surcharge lS used to supplement federal funds for the DES 
administration. 
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l An Act relating to unemployment compensation by establishlng a 

minimum highest benefit cost ratio, by changing the 

contribution rate tables, and by extending the duration of the 

unemployment administrative contribution surcharge. 
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s.F. H.F. 

1 Section 1. Section 96.7, subsection 2, paragraph d, 
2 subparagraph (2), Code 1993, is amended to read as follows: 

3 (2) The highest benefit cost ratio is the highest of the 

4 resulting ratios computed by dividing the total benefits paid, 

5 excluding reimbursable benefits paid, during each consecutive 

6 twelve-month period, during the ten-year period ending on the 

7 computation date, by the total wages, excluding reimbursable 

8 employment wages, paid in the four calendar quarters ending 

9 nearest and prior to the last day of such twelve-month periodL 
10 however, the highest benefit cost ratio shall not be less than 

11 .02. 

12 Sec. 2. Section 96.7, subsection 2, paragraph d, the 

13 contribution rate tables, Code 1993, are amended by striking 

14 the contribut10n rate tables and inserting 1n lieu thereof the 

15 following: 

16 Benefit Approximate 

17 Ratio 

18 Rank 

19 

20 1 

21 2 

22 3 

23 4 

24 5 

25 6 

26 7 

27 8 

28 9 

29 10 

30 ll 

31 12 

32 :i..3 

33 l~ 

34 15 

35 l6 

Cumulative 

Taxable Pay

roll Limit 

4.8% 

9.5% 

14.3% 

19.0% 

23.8% 

28.6% 

33.3% 

38.1% 

42.8% 

47.6% 

52.4% 

57.1% 

61.9% 

66.6% 

71.4% 

76.2% 

Contribution Rate Tables 

1 2 3 4 5 

0.0 0.0 0.0 o.o 0.0 

o.o 0.0 0.0 o.o 0.0 

0.1 0.1 0.1 0.1 0.1 

0.4 0.3 0.3 0.2 0.1 

0.6 0.5 0.4 0.3 0.3 

0.9 0.8 0.6 0.5 0.4 

1.2 1.0 0.8 0.6 0.5 

1.5 1.3 1.0 0.8 0.6 

1.9 1.5 1.2 0.9 0.7 

2.1 1.8 1.4 1.1 0.8 

2.5 2.0 1.6 1.3 1.0 

3.0 2.4 1.9 1.5 1.1 

3.6 2.9 2.4 1.8 1.4 

4.4 3.6 2.9 2.2 1.7 

5.3 4.3 3.5 2.7 2.0 

6.3 5.2 4.1 3.2 2.4 

-1-

6 7 8 

o.o 0.0 o.o 
o.o 0.0 o.o 
o.o 0.0 0.0 

0.1 0.1 0.1 

0.2 0.1 0.1 

0.3 0.2 0.1 

0.4 0.3 0.2 

0.5 0.3 0.2 

0.6 0.4 0.3 

0.6 0.5 0.3 

0.7 0.5 0.3 

0.9 0.6 0.4 

1.1 0.8 0.5 

1.3 1.0 0.6 

1.6 1.1 0.7 

1.9 1.4 0.9 



S.F. B.F. 

1 17 80.9% 7.0 6.4 5.2 4.0 3.0 2.3 1.7 1.1 

2 18 85.7% 7.5 7.5 7.0 5.4 4.1 3.1 2.3 l.S 

3 19 90.4% 8.0 8.0 8.0 7.3 5.6 4.2 3.1 2.0 

4 20 95.2% 8.5 8.5 8.5 8.0 7.6 5.8 4.3 2.8 

5 21 100.0% 9.0 9.0 9.0 9.0 8.5 8.0 7.5 7.0 

6 Sec. 3. Section 96.7, subsection 12, paragraph d, Code 

7 1993, is amended to read as follows: 

8 d. This subsection is repealed July 1, %994 ~, and the 

9 repeal is applicable to contribution rates for calendar year 

10 %995 1999 and subsequent calendar years. 

11 EXPLANATION 

12 Sectio~ 1 of the bill provides that the minimum highest 

13 benef1t cost ratio shall not be less than .02. Current law 

14 does not provide a minimum ratio. Section 2 modifies the 

15 contr1bution rate tables by providing rates that equal or 

16 exceed the current rates. Section 3 extends the scheduled 

17 sunset of the administrative contribution surcharge from July 

18 1, 1994, to July 1, 1998, and making the repeal applicable to 

19 contribution rates for calendar year 1999 instead of 1995. 
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SENATE F'JLE 239 

AN ACT 

REJ,ATING TO UNEKPUJ'tMt:~T COMPRNSATION B'i ESTABt,ISHING A 

MINIMUM HIGHEST BENEFIT COST RATIO, BY CHANGING THE 
CONTRIBUTION RATE TAEH,f.S, AND BY £)('l.'ENDU~'<i THE DURATION OF 

THE UN£MPUO'iMENT ADMINISTRATIVE CO~TRIBUTION SURCHARGE. 

BE I'I' ENACTED 81' THe GENERAl, ASSEMBLY OF THE STATE OF IOWA: 

s~ctlon 1. Section 96.7, subsection 2, paraqraph d, 

subparagraph (2}, Code 1993, ia amended to read a~ follows: 
(2) The hiqhe~t benefit cost ratio ls the highest of the 

resulting rat los computed by divading the total benefats paid, 
excludjng rel~bursable benetits pa1d, durinq each consecutive 

twelve-Month period, durinq the ten-year period end1nq on the 
computat•on date, by the total waqe~, excludlnq reimbursable 

employment wa9es, paid in the four calendar quarters ending 

Senate Fale 239, p. 2 

nearest and pr1or to the last day of such twelve-month per1od1. 

hoto·ev~ ~~!1iqhest b!!l_!_f.l..!.._ cos~_rdt lo _sha.~.!.__ry.£L~.l_~~.!....!h!..." 

~· 
Sec. 2. Section 96.7, subsection 2, pdragraph d, the 

contrabution rate tablea, Code 1993, are amended by strlkin9 

the contribution rate table-s and lnsP.rtinq an lieu thereof the 
followanq: 

Benefit Approximate Contrtbullon Rate Td.bles 
Ratio Cum.ulative 
Rank Taxable Pay-
----· ...!..2!~!!!!..!._. __ 1 __ 2_._3 __ • ____ 2._ --~- .. _7 __ 8 __ 

1 4.6\ o.o o.o 0.0 o.o o.o 0.0 o.o o.o 
2 9.5\ o.o 0.0 o.o o.o o.o o.o o.o 0.0 

) 14.3\ 0.1 0. I 0 .I 0. I 0. 1 o.o 0. 0 o.o 
4 lq. 0\ 0.4 0.3 0.3 0.2 0 .I 0. I 0.1 0. I 

5 23.8\ 0.6 0.5 0.4 0.3 0.3 0.2 0. I 0.1 

6 28.6\ 0.9 0.8 0.6 0. 5 0.4 0.3 0.2 0.1 

7 33.3\ 1.2 1. 0 0.8 0.6 O.') 0.4 0.3 0. 2 

8 38.1\ 1.5 1.3 1.0 0.8 0.6 0.5 o. 3 0.2 

9 42.8\ 1.9 1.5 !.2 0.9 0.7 0.6 0.4 0.3 

10 47.6\ 2.1 1.8 1.4 1.1 0.6 0.6 o.e; 0. 3 

11 52.4\ 2.5 2.0 1.6 1.3 1.0 0.7 0.5 o. 3 

12 S7 ,1\ 3.0 2. 4 1.9 1.5 1.1 0.9 0.6 0. 4 

13 61.9\ 3.6 2.9 2.4 1.8 1.4 1.1 0.8 0.5 

14 66.6\ 4.4 3. 6 2.9 2. 2 1.7 1.3 1.0 0.6 

15 71.4\ 5. 3 4. 3 3.5 2. 7 2.0 1.6 1.1 0.7 

16 76.2\ 6.J 5.2 •• 1 3.2 2.4 1.9 1.4 0.9 

17 80.9\ 7.0 6.4 5. 2 4.0 3.0 2. 3 1.7 1.1 

16 85.7\ 7.5 7.5 7.0 5.4 4 • I 3. l 2.] 1.5 

19 90.4\ 8.0 6.0 e.o 7.3 5.6 4.2 3.1 2.0 

20 9S.2\ 8.5 8.5 8.5 6.0 7.6 5.8 4.3 2.6 

21 lGO. 0\ 9.0 9 .o 9.0 •. o 6.5 6.0 1. 5 7.0 

Sec. ]. Sect.aon 96.7, subsection 12, paragraph d, Code 

J 99J, 1s dmended to read as follows: 01 
M 
N 
LL. 
II) 
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d. This subsection is repealed July 1, t994 1998, and the 

repeal is applicable to contribution rates for calendar year 

i99S 1999 and subsequent calendar years. 

LEONARD L. BOSWELL 

President of the Senate 

HAROLD VAN MAANEN 
Speaker of the Rouse 

I hereby certify that ··his bill originated in the Senate and 

is known as Senate File 239, Seventy-fifth General Assembly. 

n 
Approved ! .. JcpA;j {c 

TERRY E. BRANSTAD 

Governor 

JOHN F. DWYER 

Secretary of the Senate 

, 1993 


